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Finacialj |
Highlights

 Financial Highlights

1981 - 1980 v 1977

$ 672,514,000 $677.216,000

" Income (Loss) from Oominulng Opeutlons

$ (28,236,000) & 10.323.000 § 25,626, 000

* Income (Loss) from Discontinued Segments

" Net Income {Loss)

Eamings per Common Share

_ Primaty -

Conhnuung

$(2.24) $_ 50 8166

: Dnsconnnued

" Net Income {Loss})

3.86 (1807) a7

7S 1.82 sa7sn %763

Fully Diluted

Continuing

s(1.5 . $ 149

__ Discontinued
~ NetIncome (Loss)

54,206,000 (243.799.000) 2,355,000
™§ 26,060,000  31233.476.000) "$2B.183.000

3.07 * 13

1.50 ) $1.62

- Cash Bividends per Share

Preferred -

$120 1z - $1.20

Common

$ 80 s 77 __.§ 68

A 'Frgure omittec—nol dilutive.

. Shareholders
. Information

The 1982 Annual Meet- Stock Transfer Agent
ing of Shareholders will & Registrar.

~ . be held at 10:G0 a.m,,

© Tuesday, April 27, at Citibank, N.A.
- 111 Wall Street

GAF offers holders of its - Form 10-K as Med with th

e

common and preferred Securities and Exchange

stock the opportunity to buy  Commission may be ob-

an automatic_dividend.rein- Wrmnn lo;

. Sort 3195

" New York, N.Y, 10043

(212) 5587887

additional shares through tained, free of charge, by

- vestment service, admin- '
. istered by Citibank, NA, . GAF Corpora on
4 Fcr furth‘,r detanls conlact - 140 West 51 Street

. Cttlbank N A

~ . 111 Wall Street -

. Son 3197 s
-New Vork N.Y. 10043,

s 5382

“New York, N.Y. 10020
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Dr. Jozsse Wemer

1551 G s famau

continuing chemical and
building materials busi-

 nesses were $672.5 miltion

compared with sales of $677.2
milion in 1980, Eamings from
continuing anddiscontinued
businesses were $26.1 million

or $1.62 per share primary com-

pared with aloss of $233.5
million or $17.57 per share
primary in 1980. in each case
the year's earnings figure is
affected by provisions for dis-
continued businesses. In
1980 there was a provision of
$244.2 mitlion (2fter taxes) to
cover the estimated loss from
discontinuing several busi-
nesses. In 1981 $54 3 million
{after taxes) of this reserve
and of a smaller reserve
related to 1977 discontiny-
ances was reversed.

The depressed economic
scenario of 1980 was intensi-

‘fied in 1981, The international

recession seriousty damp-

. ened the demand for chemi-

cals, and the performance

ol GAF's specialty chemicals
in achuevmg a6 perc:enl
increase in salesantia 10
percent increase in garnings
last year is therefore particu-
Iany noteworthy. :

Thsincrease comes in spite
of a $3.4 million reducticn in
chemical expon profits, due
primariy to the strength ¢f the
US. doliar against foreign
currencies and the generally
depressed market ior the
roofing granules segment of

the chemacal ousmess

- ..:r.npla:e_

' Nexhousing starts fellto
101,000 units (the lowest

sintie 1946) against 19805 -
degressed level of 1,313,000
units. Moreowver, extraordi- -
narly high interest rates
throtighout the year had an
even more negative effecton
the eroofing marke!, riormatly
the mzjor pan of GAF's busi-
ness. As a result sales reve-
nues were down a'most 6
percent compared with 1980,
and cost increases could not
be passed alony in price in-
creases. Results went from a
profitof $13.7 millon to aloss
of $38.€ milficn, This includes-,
a$15.1 mition provision for
felt mill shutdowns and =~
reflects lower unit sales, crst
increases and additional .
expenses relating to
commerciai roofing. -

GAF's continuing opv"ré!ions ,

showed a lossfortreyearol - -
$28.2 million (after taxes) as a

resul of the abovs, However, .
this loss was offiet by the res- -
toration to inco.ne of $43.6
million (after tixes) as a result
of the successful completion
of the divestiture program be-

gun at the end of 1980, Atthat

time the.company stated that
itwas undertaking a major -
restructuring which would
include offering for sale a
number of operating busi- - -

* nesses and establishinga
sserve and liability for the

program on what was be-
lieved 10 be a conservative
basis. By January 1982the
program was essentially .

. conlin ngbu}dmg materials .
" business sufferedshe fisi

S|x busmesses were sold

G-I_EPA0020678



: uety in, luty graphic ants and

vnnyl siding in August, ﬂocwx;

in September, paper and 7))

" boardin Novemberand erid- -

ing with reprographics in
- Janvary 1982, Thare remyains
some real estatetobe sold
and some receivables to be
_collected. One busine:ss, ra-
dio station WNCN-FI in New
- York, is being withdraw from
the program.

Including the repregraphic
sale, $171 millionincash and
almost $15 millonin long-
term notes have been gener-
ated to date. Ancther $23

- millionin cash is expected fo ",
-be received i 1982 from the

continuing liquidatior: of in-
“ventory and the closing of
several real estale tianisac- -
tions, In addition, an esti-

" mated tax benefitof $57

- milion will be avallable to off-
set taxes on income in futura
years.

The divestiture preect re-
quiedthe utmost effort froma
great many GAF employees
The program was centerzd in
the company’s commercial
development depadraent,
and these peopleinthat de-
partrnent, as weli asthose in

- the accounting, legal, tax and
other depariments respensi-
ble for the many facets of

- these simuitaneously ongoing
negotiations, workad unremit-

- tingty to bring the pogram to -

" anequitable and rapid con-
clusion They did aremark-
able job and were respongible
for the success of the pro-

* certain climare existing be-

* tween the anrouncement of

sale and the consummation

One other financialimprove-
ment which helped achieve
the previously mentioned re-
versal of the liability eserve
was & major change in the
corporanen’s employee pen-
sion fund asset mix. A dedi-
cated bond portfolio was
astablished whichis provid-

* ing anincome stream suffi-

cient to cover the actuarially
calculated paymernts to all re-

“tired and vested former em-

ployees, including those of
the discontinued businesses.
This portfolio, plusachange
iniriterest assumptions and a

- concomitant increase in the

salary assumption, has made
ihe pension fund fully funded
for all existing prior service
obligations. As a result, pen-
sion contributions for 1981
and future years are substan-
tially reduced.

Now that the redeployment
program’is essentially com-
pleted, GAF is abletoturn

its full attention toimproving

and expanding the opera-
tions of the two continuing
busingsses.

Summarized in the chemical
ang corporate sections of this
report are sorme of the many
activities under way in 1961
aimed at increasing sales

and proftability of our sge-
cialty chemicai husiness.
New products have been
adgdedtothe fine and new

gram. THosE management . -

people who were goisg wi
~the businesses being soid
~aiso had the difficul jobof tey:
ingto mamtam bvany and

for existing products. The <

broad customer base and the

“wide spectrum of is3es con-

stitute the strengt of our

. specialty chemicsl business.

Wile itis very difficult to out-
rerform the ecoomy stead-
ily, we have maniaged to show
growth in this field year after
year, anij will rnake eve:y
effort to continuetodo so.

The building raterials seg-
ment of GAF's business, on
the other hand, is a dif-
ferent pasture. The company
continugs to betieve that it 1s
the leading supplier of resi-
dential roofing products in the
Uniied States. However, a re-
turn to former rates of prof-
itability is predicated upon
lower interest rates, increased
housing staris to normat
levels, and recovery of the
reroofing market. Inthe mean.
time. every effor. is being
rnade to ensure that when de-

“mang revives, GAF will be in
“the best possible posture to
- recover earnings promptly.

The conclusion of the re-
deployment program has
alsc made it possble to

- streamiine and strengthen the

organization and reduce
cosis considerably. All of our
managers continue o review
their pperations toward

this end,

In spite of the extraordinary
difficutties of 1981the con-
tinued strenath of the chemi-
cal riperations. 1Jined with the
cashinfiow of the divestiture
proyram. have strengthened

have also been eliminated.
Discussiats are therefore un- -
der way '0 repiace the worlg-
wide, thee-year §225 million
credit agreement negotiated
with a consortium of bariks at
the teginning of 1981 with a
new fong-term revelving credit
agreement for $75 million.

The pretrial mations in GAF's

antitrust case against East-

man Kodak in the US. District
Court {ar the Southern District
of New York havebeenre-
solved favorably to GAF and
atrial date of May 3has been
scheduled. The company
continues to be confident

_ of the successful oulcome of

its case.

The current economic situa-
tion in the United States and
abroad makes it difficult 1o
speak optimistically about the -
immediate future. However,
the steps takenin19811to -
streamiine and strengthern
GAF give every assurance :
that our prespects for growth - -

in the decade ahead cori-

“tinue to be strong. We know

that the team of GAF people
now inplace hasthe skills, .
the tools and.the determina- -

i tion to achieve greater growth

and profitability as the econ- -
omy Improvas.

By Order of the Board ¢f
Directors

[

useshmbeenﬂmopecﬁf"mconmanysbﬂamesnnat‘"%sse Wemer
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{Dioilars in Mitions)

- ye8 ‘19&5

Fot Sales’

$200.8_ $2844

Direci Operating Prof”

$ 886 $520

R anae Corpose w reest Lrderses

 Product

List

Chemicals
Acetyiene Derivatives

- Agricultural Speciaities -~
; Jmegiates———

. ': ' “ an‘

P oridwide sales for
wm continamng
chemical business

waere $300 8 mullion.~ in-
crease of 5.8 percent over
1980

Direct operating profits in
1981 were $56.6 million, an
increase of 8.8 percent over
1980.

These results are due 10 over-

. all strong demand for GAF's

speciat; chemical products
and relative price firmness.
This is particularly noteworthy
in the face of the problems in

- certain market segments,

notably continued low de-

-mand for roofing granules,

and a $3.4 miflion reductionin
export profits due mainty to
foreign exchange rates on
chemical produicts sold
abroad.

This strong performance in
1981 arises from the mixture
of factorsthat have given
GAF's chemical business its
long record of outstanding
growth and profitability.

First of all, the GAF product

lines fit the classic definition
of chemical specialtes. This
means that they tend to be

prodytts of above average

prics soldin retatively smatt

quantities to a wide variety of
users for a w.de varety of

“unique applications.

In 1981 the compary con-
tnued is steady progress in
finding new uses and new
customers here and abroaa
for existing products. as well
as i introducing ne 100-
ucts for custcaner evaluation
hrcugh its market develop-
ment activities.

All of these GAF product :ines
can be expanded only if there
are effective marketing and
technical services as we'l as
continuous research anc de-
velopment efforts in both
product and process im-
provemenis. These we are

‘committed to do, and thete

are postive results to report ir
all these areas for 1981.

Acetylene derivatives
Use of GAF's acetylene-
based polymers grew in .
both cosmetic and pharma-
ceutical applications. Poly-
plasdone XL * cross-linked
polymer (crospovidone NF)
has been accepted by major

pharmaceutical manufacturers -
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Ce

" asalsadeg dremregranor

" use in tabiet formation, This

" tothe kstol GAF products

such as Plasdone* potymer
{povidone USP), already ac-
cepted in such phamaceuti-
cal apptications as tablet
binders, granulating agen's
and coaling agents.
in the cosmetics field, GAFs
customers for Gantrez* hair-
spray polymers introduced
riew consumer products and
used increased volumes of
our products. The company

" continued to offer an ever
widening choice of film
formers for use ir both pump

-and aerosol applications.
GAF is recopnized as the
leading supplier to this

"~ markel.

In the conditioning shampoo
market, Gafquat * polymer
sales increased sharply with
the introduction of several
new consumer products.

The gemand for GAF solvents
and intermediates grew with
speciat emphasis on non-
toxic solvents for industrial
cleaning and coating ap-
plications, intermediates for

- plastic and polymer synthe-

$€5. and CLMOSION INhMors

" o well agctitives. Evenin

the gepressed automitive
marky, growth was experi- -
enced w the use of hutanedol
fo; polywsthane preduction,
Gattex* PT ciass-linked
methyl vinyl ether polyrner

is a new thickenar for textile
prnt pastes. it reached com-
mercial sales volume as com-
pounders racognized 1S su-
perior viscosity and its ability
to give sharp prints on resin.
treated goods.

Butanediol sales 1o the man.
ufacturers of PBT engineering
plastic increased. GAF's own
line of Gafite * PBT resins ex-
panded appreciably as new
products were introdured
and custemer aemand grew.

. Soine of the new Galite brang

products introduced in 1981
include a foamable PBT ang
anew resinfor tims. The
foamable product has extra
lightness and better sudace
characleristics. PBT films are
being evaluated tor packag-
ing appiications where in-
lense heat is encountered.
such as in "hot till” food
packages.

" The gomestic surtactant line

was pruned of a number of
smail-volume, low-proft dems
in 1981 Special emphasis
continued in the: cosmetic,
papwer, and emuision polymer.
izat'on areas. Sales and prokt
resuits both showed improve-
mert from axisting prod-

uets ana :om new product
introductions.

Among the new products
intraduced wen two new
Alip:ai* sulfates for aghesive
produchon and a now
igepon® 10 surfactant, a
foaming aid fur toothpaste

Other spacielty
chemicals

Marke{ deveidprient con-
finued encouragingly

on GAFs new fansidy of
Gafgard™ polyrrenc soal-
ings for use :n UV or electron
beam curing Three Gatgard
prodiucts are now avadable to

- resdient flooring producers

who need impact-resistar
coatings A new patented

. product. Gafgard 233 coat-

ing. was introduced in 1981,
It offers super abrasion resis-
tance lor flexible film sub-
strates of all tyres and is
being evalua’ed by a variety
of fiim manfacturers.

As aresutof strong growsh
opportunties n acetyitne
Cremcals ang a preme

Pesition in both the acetyiena

and specdic sunictan mar-
kets, GAF garty m 1082
launched a progrant 1o ex-
pand its sales effonts by
opening three new sales dis-
{ricts and increasing the sze

of ts specialty chermical sales

force by 35 petcent.

Roofing granules
GAFs roofing granu'es am

soid 1o manufacturers of taof.

inQ shingles and roll 1ohing.
The volumes used are thare-
fora directy related to the

levets of production of roting

matenals Inspite of the de.

clne i roofing volumes, sales
and profits of GAF's granutes
in 1981 were close to 1980 re-

g its This was due to several

factors ncluding Some voiume:

increasas fnm changes n
customer mix and irproved

plani clhciencies. The capital

expendiure program begun
i 1979 for the granuies plant
was continued. it tesulted in
additional capacity comning
Ot stigam as well as the com

S -

pleton of several majar poliu-

tion control projects.

ML
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~~ Results v

< (Dottars in Millons) - 1881 1980
NetSales  $371.7 $3928
. Direct Operating Profit (Loss)* $ (38.8) $ 13.7

.- *Exckxbes Corporale and interest Expenses

Product
List

Roofing Products
Accessories
© - Acphait Shingles
v~ Built-up Roofing
i _ Materials
“Coating & Plastic
Cements
Roll Roofing

Building
‘Materiais

| Saléafs;and operating
results

: alesof GAFs con-
tinuing building mate-

rials business in 1981
were $371.7 million, down -

$21.1 mitlion from $392.8 mil- -
- lionin 1980, The problems

which affected sales in 1980
were all intensified in 1981.
There was an absolute de-
cline in physical volume of
roofing materials shipped.
while the cost of raw mate-
rials. ied by asphalt. in-
creased appreciably. Pricing
ievels during the year weie
almost flat

Building materials had an op-
eraling loss of $23.5 miltion
against a 1980 direct operat-
ing profit of $13.7 muition. This

fullowed in part from the prob-

lems which so severely af-
fected sales. in addition. a
write-off of $15.1 million was
taken at year-end for the clos-
ing of three felt mills and
accelerated depreciation

on certain remaining felt lines.

: Decreésing demand ledin

September 1981 to plac-
ing two of GAF's fourteen

rooling plants, Denver, Colo- =«
“rado. and Kansas City, Mis- .

souri; on indefinite furlough.

In December the Joliet, Kiin- -

ois, plant began a several |
nonths shutdown. With the

- exception of the pfants in

Dallas, Texas, ang Tampa,
Florida, ait thr company’s
roofing plants have been
operating at reduced levels
throughout the second half of
the year. ii should be noted -

that the entire roofing industry
is feparting similar cenditiors,

The same factors of eco-
nomic uncenainty and high
inlerest rates present in 1980
existed 11981 at even more
intense levels. Asphalt prices
have nearly doubled in the
last three years.

Vent-Systems
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Itis believed that GAF's share
of market in the roofing busi-
ness has been maintained

..+ during this period. When the
" demand revives in both the
- reroofing and new housing
§ . . markets the company will be

in an even better position to
panticipate profitably in this
basic American industry.

‘Therefore, in spite of the

wrenching economic cir-
cumstances of 1981 and the
resulting stringent cost con-

‘trol programs in al! areas,

investments looking to

future growth and impyoved
efficiencies continuetebe
emphasized. )

The new roofing line ap-
proved in 1980 for the Dallas
plant was completed and be-
gan a successful start-upin
December. A major program
of technological upgrading of
the roofing plants is under
way. This several-year effort is

expected to reduce manufac-
‘turing costs and improve

quality, which in turn will in-
crease sales volumes and

profit margins and thus main-
tain GAF's leadership position
in the roofing industry. This
major effort aims at reduction
in raw material and energy
consumption, improved prod-
ucl yields and more efficient
quality control procedures.
Joint research, development
and engineering efforts
reached the firstimplementa-
tion stages by year-end 1981.

Roofing

The conversion to the use of
glass mat as a roofing sub-
slrate in piace of organic felt
continued in 1981 for both
rcofing shingles and built- -
up roofing. Production atthe
new glass mat plant in Ches-
ter, South Carolina, was ex-
panded and successfully met
these increased requirements.

As aresult of the accelerating
change in technology and the
generally lower volumes of
roofing material manufac-
tured during the year, prod:. ;-
tion has been curtailed on

"e company's nine existing
organic felt machines. Three

felt machines at Dallas, Kan-

sas City and Jotiet have been
shut down and written off.
Aprogram of accelerated
depreciation has also been
implemented for several
additional machines.

Glass mat has some signifi-
cant advantages, such as
lower asphalt usage, which
are expectedtolead toits
greater use in the future, but
the good qualities of organic
felt-based products indicate
that felt machines will con-
tinue to be needed by GAF
for many years to come.

The year brought the intro-
duction of severat accessory
products to the built-up roof-
ing line, including Gafglas*
flashing and new expansion
ioint covers,

To generate sales in the re-
roofing market, a Roof Main-
tenance/Repair/Reroofing
Program was introduced 1o
the trade in the fall o} 1981
and response has been
gratifying.

Sales and profits of Gattemp®
polyurethane insulation used
under buit-up reofing and

- marnufactured at GAF's

plantin Si. Louis, Missouri,
increased as greater pene-.

 tration of the market was -

achieved.

Building supply centers

GAF entered 1981 with five
building materials subply
centers in place. During the
year four adaitional centers
were opened in Wilming-
ton, Delaware; Buffalo and
Syracuse, New York, and
Seltsville, Maryland.

The program s still in start-up,
butithas already achieved
substantiat sales. Moreover,

the sales of GAF roofing prod-

ucts mace through these

out ets are in markets where
GAF is under represented
anci would therefore not other-
wis2 have been achieved.
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.

otal international sales
& I of GAF products from

continuing businesses
fo customers around the
~-world were $77 million in 1981
“.comparert with 584 milfion in
1980. Inlocai currencies
“gales of most of the chem-
ical product tines showed
increases, but foreign ex-
change translation vanances
had a strong negatve impact
Similarly, operating profits
- had adecline of 334 miiion
due prmarily to the strength
ofthe U.S. diokiar aganst
foreign currencies These
figures are included inthe
resuits of the chemical and
bulcing matenials wondwege
groups.

- ]
" Anew and streamiined inter-
_ " national operation is inplace
- with GAF marketing offices,
:.. . technical service centers
and warehouses operating
throughout Europe, the Near
East, Canada, Mexico, Brazil,

o " Australia, Singapore and Japan.

‘Most of the GAF sales outside

the Uryted States are chemi- -
cais. The company’s specialty
chemicals, manufactured in
the United States. arz ex-
ported throughout the worlg

* and sold directly by GAF sut-

sidiaries or through distribu-
tors. in addition. butanediol
and tetrahydrofuran are
manutactured and sold ir.

Europe by GAF-Huls Chemie. ‘

ajoint venture between GAF
Corporation and Chemische
Werke Hils. which operates a
plant in Mart, West Germany

The company aise manufac -
tures a line of filter pregucts in
Sint-Niklaas. Belgum Theso
ae sold throughout the waria
outsicie the Linded States

The redeployment prog:am

‘created special aifficulliex for

the continuing GAF interna-
tional operations duetothe
sale af the major GAF infra-
structusres in Europe, Australia
and Canada. A new organi-
zational structure hactobe
eslablished and some new
physical locations have had
to be found for the chemica
marketing departmerts i
these countries. The new
streamlined organization 1S
escentially in place and GAF
mirketing Gffices. technical
service centets and ware-
houses are operatingin 17
locations n Europe and the
Near East as well as Canada.
Mexico. Brazi. Austraia,
Singapore anct Japan

The untematemai groups plan
for 1982 and-beyond isto

_continde 1o grow both through

exporting specialty chemi-
cals and diveloping man-

' »\ufac!unng bperations in

anpropna'e locations

Anoptier irpportant mission 1S
10 deveiop export markets for
GAF's ime of building mate-
nals GAF s rooling products
are becoming more econony-
icaity ana esthetically com-
pettve with existing rpnfing
systems usec abroag. This
creates new markeing op-
ponunidies which are being
explored ana which will be
implemented as appropriate

G-I_EPA0020688
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Rudeployment program

m 1t December 30, 1980
the company an- v

¢
oL nounced that it wds
classﬁymg as discontinued,
for accounting purposes,
several businesses and that
these businesses would be
offered for sale. A provision of
$244.2 million (after taxes)
was taken against 1980 tv
cover the estimated costsof
thesediscontinuances.

The announcement brought
inmore than 400 inquiries in
the first f2w months of 1981,
By the end of March the first
letter of intent looking to the
sale of the first of these busi-
nesses had been signed. By

January 8, 1982, the program .

was essentially completed
with the sale of the last of the
businesses offered. The
chronology of the sales is as
follows:

» July 2—sale of pictorial
products business for
approximately $25.9 miflion
including notes of $2.5 million
and accounts receivable re-
tained by GAF

= August 13—sale of graphic
arts business for approx-
imately $38.0 million includ-
ingnctes of $5.0 million and
accounts receivable retamed
byGAF.

- August 19—sale of vinyl
siding business for approx-
imately $4.2 million including
notes of $0.9 million and
accounts receivable retained
by GAF.

_ !Septernber 29—saleoﬁloor- . .

ing business for about $51 0

- 'milion in Cash, - :
m November 2—sale of paper
and millboard business for

$4.5 million in cash.

w January 8—sale of repro-

graphic business for about
$63.9 miltion in cash and $3.7
million in notes. GAF retained
nearly $9 millionin receiva-
bles and other assets, and
the buyer assumed $21.2
million in liabilities.

Asof January 1982 there re-
mained unsold only two units
which had been offered inthe
original package. One is an
idle plant in Joliet, Iifinas,
which had manufactured au-
tomotive mastic and which
was permanently shut down -
in mid-1980. This well main-
tained and well located plant
should prove altractive as a
real estate investment when'
the economy in the Midwest
is more favorable.

GAF Broadcasting Company.

- the subsidiary which includes

WNCN-FM and its associated
magazine Keynote, continued
its steady growth in sales and
profitabitity and achieved a

- profit before taxes. This result -
* reflects increasing sales
revenue, whichin turn came
- from increasing recognition of -

the station’s programming

quality by listeners and spon- -

sors. i 1981 this was recog-
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nized by the prestigious
Peabody Award 1o WNCN for
“overall @xcellence in Class:-
~ cal music programming. in
view of these circumstances
and the successfu! comple-
tion of the overali redepioy-
ment program, WNCN is
being withdrawn from the
program.

In 1982 it is expected that
most of the remaining wingd-
down of the aleady accom-
plished deployment can be

 completed. Thisincludes
collection of the rernaining
receivables and sale of mis-
cellaneous asset:. primarily
real estate in Europe.

As a result of the sales under
the divestiture program. the
reserve and liability estab-
lished at year-end 1980 for
discontinued segments were
reevaluated and determined
to be more than neeced to
cover anticipated costs. The
excess of $43.6 million after
taxes of $6.5 milion was
restored to income from
discontinued ssgments.

Research, DenWQ
and gnglmﬂng

he company’s re-
‘@ - searchand develop:

. ment activities in 1981
resutted in new and improved
products and processes for
hoth the cnemical and build-
ing materials sales lines.

inaddition-to the individual
ilems discussed in previous
sections of this report. new
rroducts from research now
undar further market evaiua-
ton incluge:

= A newv class of highly effective
corrosion inhibitors for metai

® A new sclvent for aromatics
extraction in petroleum
PIocessing.

w Electron beam-sensitive
materials for applications in
microelectronics

w Novel materials for roofing
shingles. In this area work has
also continued on the use of
sulfur-asphalt emulsions as
asphait extenders in shin-
gles. This research program
has been supported in pan
by funds fromthe U S
Government.

Process improvements in all
of GAF's manufactunr.g oper-
atons continue. The high-
pressure acetylene deriva-
tives line has henefited in
1981 from new and improved
catalysts and from debot-
tlenecking which gave signifi-
cant capacity increases in
certain key processes.

The company also had en-
couraging resils from its

ongoing effoits to Increase
efficiency of erergy usage

‘Agreat deal of activity cen-

tered on meetling government
standards of envionmental
control. Capital expendiiures
of more than $5,000.000 were
devoted 10 this area i 1981

Personnel

In 1981 there were 19 labor
contracts negotiated for con-
tinuing businesses. all for -
mutti-year terms Contract
terms compared favorably
with thase reported Dy the

U S Deparment of Labor
Thrag sirikes were expen-
enced during the year at
Denver. Colorado, for 31
days; Millis, Massachusetts.
for 35 days, and Calvert City.
Kentucky. for 24 days

GAFs continuing businesses
employ approrimately 6.500
people. A similar number
were empioyed in the giscon-
tinued businesses. and well
over 90 percent of those who
left GAF continued in their
employment with the new
owners of these businesses

Management

in November a new seven-
member Office of the Chaur-
mian was organizea (o pro-
vide gverall direction 1o the
corporation. Besides chair-
man Jesse Werner, the new
group ncludes the vice chair
man. the two gxecutive vice
presidents. and the three sen-
i0r vice presidents in charge
of GAF's operating groups. - -

in Aprit Robert H Beber was
slected semor vice pras:ent,
generat Caunsel and secre-
tary Mr Beberhad been

“staff vice presigent for RCA

Corporation

in Octover CariR Fokardt
was elected senior vice presi-
cent responaibie for interna-
tionat operaticns. Mr Eckarat
jomed GAF i 1974 and wvas
most recently vice president
and heac of the commencial
develooment depantment

In Novetmber Raymora J
Lacroix. controiier was also
elected vice presigent WMr
Lacrox joineg GAF 11 1971
as a dwasion controfier

inMarch 1982 Bemarc L
Kapeil vice presigent was
a'so giectevy treasurer He
joneu GAF n 1974 as director
of corporate taxanon

Board of D" )ctors:

in Neverrsber O Richarg F
Smih_ exacuive vice pras:-
cen of the corporation

oned the board succeedng
Jay R Oison, former pres:-
aent. chie! operating officer
ang boarg member who
resigned n that montn

G-I_EPA0020692



- Chairmanof the Board -
Cuntiss-Wright Corporation

- Peter Bosshard
Executive Vice President
~ Credit Suisse

Augustine R. Marusi
Formerly Chairman of
the Board

"Borden, Inc.

JamesT. Sherwin
. Executive Vice President
GAF Corporation

Richard F, Smith

" Executive Vice President

GAF Corporation

- The Board of Directors
Audit Committee, con-.

sisting of outside direc. _

tors, meets separately
with the independant
certified public accoun.

- tants and company

- management at least
. twice ayear to discuss
- tha scope and results of
- the annual examination,
internat accounting
controls and significant
accounting matters.

 Officers

‘Herman Sokol

Formerly Presidient

 Bristol-Myers Company

Nolan B. Sommer -
Formerly Senior Vice Fresident
American Cyaramid
Company

Robert Spitzer
Chairman of the Board
Treadwell Corporation

" Chairmanof the Board . o

Juliette M, Moran
Vice Chaiman

James T. Sherwin
Executive Vice President

Kichard F, Smith
Executive Vice President

Robert H. Beber
Senior Vice President
General Counsel and
Secretary

John A. Brennan
Senior Vice President

Carl R. Eckardt
Serior Vice President

Louis G. Zachary
Senior Vice President

Jonathan Berger
Vice President .

John J, Butier
Vice President

Semard L. Kapeli
Vice President and
Treasurer

Raymond J. Lacroix
Vice President and
Controller

Donald W. LaPalme
Vice President

Abraham Lindenauer
Vice President

RobertF. McCarthy
Vice President

Raymond W. Smitli
Vice President
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F‘mlllcondﬂon

On December 30, 1980, ihe company announced 1 was
undertaking a miajor festructuring which would include offer.
ing for sale a number of uperaring businesses By January
of 1982 the program was essentially compieted In sum-
mary, atolal of six businesses were sold starting with
pictorial praducts in July. graphic arts and vinyl siding

in August, flaoring in September, paper ang mitboar u
November ard reprographice in January 1982, in additon.
the latex operatica in Chattanooga Tennessee was sold
during the {atter pan of 1980 Total proceeds from these
sales in 1981 amounted to $1C7 milkoitin cash Initiat pro-
ceeds o $63.9 milon from the sale of the reprographics
business were receiverd by the company in January 1682, in
adaition, the company projects $23 muliion in cash from the
sale of residual assets ciuring the first half of 1982 that wii
complele this program. Additivnial cash milows will acgrus
to the company in tuture years as spproximately $15 mitign
i irterest-beaning notes received from certain buyers are
retired. Finally. the company's financial condition was futther
strengthened by assumpticn of $21.2 muiion in hiabitities by
the buyer of the reprographics business

The relative impact of this program on i :manmax '0'10 tron
of the company is refiectedt in the chart betov

BRI {’n

During the last six months of the year the 2o rpany s ret
debt was reduced Dy approximater 3° 18 muthon from the
cash proceeas of the busm@;c:_‘ that were so'd starting

with the sale of pictorial profucts i July 198°
Tre overallimponiance of his piogram whicn was Suc-
cesstu w’ Cﬁmpfeleﬂ i 07w year. cannal be o.us.m i
Althoughihe year-end baiance shgets for 1081 ana 1980
na:cate angt debt iequction of approximately $°0 miikon
the program provigen more than syfticient cash nHoas o
nelp cushion the adverse cashimpact causea oy 1he buig-
ng_Maltarals senment in g year Charactenzen v 2 sevcre

- The company's working capital ratic ncreased in 1981 from

146110 1 BB This increase primariy iefiects the effects of
the cales of discontinued busineates. Ihe reduction in short-
term debt and the increase i inventones The significant
ncrease n Accounts Rocawable- Ciher reflecis a recen-
abie of $83 8 mithon-1ot the sale of the reprﬁgvanh'cs
business, which was completed n early January 1982. but
effective as of Decermber 31, 198! Gf the tgial increase n
nventcres v 19651 21 §44 1 mulion e Lompared with 1980,
$37 & rouliion. reprasenting a 70% increase related 1o the
builtiing matenais segment High invertory ievels resulted n
several plant ciosINgs mtne iatter part of 1981, ai w.0uStry.
wide occurrence Re-cpening of these plants wit be depen-
qent Cn a reduChan in curtent inventory levels and 4 retura of
market gemang

The company's averal knangial congition was turther im-
proved in 1981 by the: rmtrucmrmg of the employee pension
tuna. as explaned o Nete 9 of No'es 1o Consolittated Finan-
cial Statementz A dedicated bond portiolio was estab-
lisheq that wilt provicie income suftcient 1o mes! actuanatly
calcuiated payments 1o ail retrees and vesied former
emrployses. incluaing those of the ¢ssconbiaued busnesses
e aliowey the company 1o reverse persion kabihly re-
serves establishec for empicyees of discontinued bus-
nesses inagdmion, (his portfolio ang & change in ntetest
assurmptions from €% 10 7% have paced the pension plan
in a ity funded PUSILON w1 feSpect 1o ailprior service
ohiigalions and lewied pension expenses by §7.5million -~ ¢
in 1961 Futyre pension expenses will also be lower as aresul.

As fully explained 1n Note 14. the company replaced its
exisung short-term hines of credit in the first quarter of 1963
with a ihree-year 5225 million tevohang Credit agreement
with dec'»nmg availabilty over the term Interest on these
funds s althe prime rate At Decembar 31, 1981.872 5 .
miflior of these funds were being utiized The agreemen;
places rmiahons. among other things, upon dwidengs., -
capial expensiitures, funged debt and Cther borowings
The ompany < Currently negotiating 1t feplace this agree-
ment with a new long-term reveiving Credd ageement for
£75 muiign :

Capat expengitures in 1981 were $27 6 milion and are
2xDECt2 to be about $30 mdiion i 1982 54 mng 1981 the

* drop-oftin new housing starts, high interest raies and fising”
*.raw material costs which could not be passed on 1o cus-

tomers, the c,ompanys!manctal posnmn |mprcwed irom 1980

-~ major exf\ansion project at the Dallas. Texas, roofing; plant -~

 Was comp‘eeted and the capital expansion pragram for the -
-granules mants continued. in addition. several major potiu-:

. tion control projects were initiated in 1981 at vanous plants. -

«.*‘

Althe eng of the year, the compzny had commitments of

. $11.6 rmullion for approved capital expenditiires Commit-
* ments Under various Capital and operatmg iease obligations

are detailed in Note 15 o! Noses 16) Consondamd Fmanmal
Statemems
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Results of

The company's sales and prohit per‘o-'vzmce from gon-
tinung operations gecreased in each yaat for the period
1979 1hrough 1981, These fresulls wete directiy attributable
1o the bualding matenals husiness, which was soverely
hampered by the depressed state of the budding ndustry

Congobe sted sales decreased By less than 1% 1 19680
compared with 1979 and again in 1981 compared with 1980,
as agutional chemical revenues were more than offsetby a
s:gnificantly lower sales volume n building matenals infia-
tonary m,nena' costncreases in the buildng materiais
segment have eroded the consolidated gross margns from
25 % in 197910 22 5% and 17 9% in 1980 ang 1981. re-
spechvely Tolal gitect operating profits of the two operating
groups felihy 28.7%in 1980 compared with 1979 ang by
72 6% 0 1981 compared with 1980

The bulding materials business, as stated, was severely
atfected by the adverse economic congitions impactng the
building ndustry. which were caused by high interest rates
and a fatl-oft in new rousing starts to 1.101.000 units from
19805 already depressed level o 1,313,000 units. Sales.
which dgeclinea by 6% in 1380 from 1979 levels, decreased
another 5% i 1281, resulting from a 13% lower unit sales
voiume for roofing products. Direct operating results. which
refiected a 54% decrease in prolits in 188() showed a ioss ¢f
$38.6 miflion in 1981, These results are pr,manly attributable
to the following:

8 Contrued increased costs of petro;em’n related products
~ and nthermaterials and an mammy {0 pass aleng cos!
- increasas :

& Lower demana which resuted in e shutdown of the
Kanses Cily and Denver roofing piants.

-+ @ Highinterest rates whicn had #n increasingly negativ
effectanthe rerooting marked. normally the major -
partof i e companys business.

B Afounth gaarter 1981 prcw.smn of $15 1 milhon for antici-
pated costs relating to th2 shutdown of certain felt mills

® Additional eypbnses re‘eting to commercial roofing.

_ Management fully ')eneves that this segment will return o its

Chemical pofits fa” the year 1981 increased B 8% of ¢ sales
ncrease ot 58% Tivs :ep:esm!ed an increase in o
tetutn ¢n chemicy) assats Hom 27 3% in 198010 28 2% n
1981 Contributing o these results was the Seadudt chercal
plant which t)eutrre aperatoni: in fate 1980w manufa’-
e butynediol, a prel'minary s'ep i the manofacture o1
butanediol. Chem:cat domestic prolits increased 24%:in -
1981 os a result of favorable sales pricing and unit volume
inCreases n specialty chemicalt despie a lower sales
voiume 'n1oohng grang’as Internaticnal direct operating
profits wese off $3 4 mihon for the year 1981 primarify due %
the increased strength of the U S doliar

Asmgicated in the fve-year nata in the Summary of Se- L
tecten Financial Data. the chemical segmant has shown an |

average yearly saies growth of approx.mately 18% overthe

penos1977-1981. Operating rofits have averaged rmore -

than 20% of sales over the same period. it is expected thai

this sagrment will reman slf0ng anad continue its growth in
salas and proftability. Expanded marketing efforis have
been niliated and new products continue to be introduced.
In adgition. new uses and new customers for existing prod-
ucts have been teveloped.

Other operating expenses, which increased $15.6 million
2%) N 1960 over 1979, decreased in 1981 by $2.6 million
( %). This decrease was pnmarily due lothe tedugdtionin
pension expenses {explained more fully in Note @) and cor
porate stalf reducticns during the year which wiltmore fuily

impact 19825 expenses. The iIncome tax benefis in 1981,

fully detaded in Note 10, consist of tax berefits 1sn domastic -

iosses offset in part by tax expense related to i{;‘scome from
foreign cperations. The change from a tax rate of 36.4% in
197%10 atar henefit of 13.7% in 180 arose primarily from
the uicreaces impact of Unied States invest/nert tax cred- -

3. cgpletior: aliowances, and the benefits of the Domesur O

ir'te-national 3ales Corporation on 'educed eammga

?or aturtser review of the etfects of inflatign on the

company s financia! statements. see Supplementary
Data-Financiai Beparting and Changm[; Prices on
page34.

~former profitab Qgtyv g the CUnent EconaInic Tepressants
ease and demard fing ‘products increases. Also
i roqurn to profitability will be the in-

5 glaéw mat forproductrono!shmgles E
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- _ﬁéview of Consolidated Financial Information -

o __fs;:mmary of Selected Flnancral Data
Statement of !ncome mtormatlon is p'esemed for continuing operahons

S . . . Dollats in Millions except per Share Amounls -
;-/Year,Ended.,Decemberm " o 1981 1980 1979 1976 1917
:.-Net Customer Sales - v L
- Chemical "~ . - . N N ' $300.8 $284.4 $264.3  $2177 $168.0
" Building Materials ' S71.7 - 3928 419.4° 391.3 - 338.8
-_Consglidated Sales 6725 6772 683.7 609.0 -~ 5068

Direct Operating Piofit (Loss) B
Chemical . 56.6 52.0 624 48.4 437
- Building Materials . - -' 0 (SBs) 137 29.7 41.3 37.3
Total 18.0 65.7 921 89.7 81.0
Income (Loss) from Continuing Operations (28.2) 10.3 258 28.1 25.0
Primary Earnings {Loss) per Common :
Share—Continuing Operations {2.24) 50 1.65 183 161
* Dividends per Common Share .80 77 68 64 8

The following Balance Sheet amounts pertzining to years before 1980 have not been restated to separately udenmy amounts
apphcable to discontinued segments. See Note 1 of Notes to Consolidated Financial Statements. »

. Dollars in Millions ]
»Decernber 31 1981 1980 1979 1978 197!

" Current Assets - _ $337.3 94327  $432.1  $4722 54641

Current Liabilities 179.6 330.6 201.5 179.8 - 1;;5,_3,'
Working Capital” ' ) ' 157.7 152.1 290.6 292.4 2773

.. Property, Plant and Equipment—Net 196.4 200.0 308.4 280.6° 2629
- Total Assets o § 559.8 698.3 8356 7853 7624 -
‘Notes Payable : 17.4 58.0 17.6 236 29
- Total Long-term Debt 215.6 1035 206.4 1968  1984-
Shareholders' Equity = : 134.7 122.3 369.C 351.7 - 3297

Ma-ket For Common Stock

- Asof February 1, 1982, there were 47,172 holders an record of GAF's outstanding common stock. The following
“information pertains to the company's common siock, which is traded on the New York Stock Exchange.

- Dividends per Common Share : Price Range of Common Stock -
' 1981 1980 ‘ 1981 1980
R : ‘ High Low vigh  low
B -~ First Quarer $ .20 $ .17 First Quarter 142 1% 1% 7%

Second Quarter $ .20 $ 20 Second Quarter 16% 12%  id%s EB% -
Third Quarter $ .20 $ .20 Third Quaner 15% 11% 14, 10%-
rth-Quarte : swzc : ,$-20~—~Fourttrauarter—m"5‘/4‘“'12‘/: .33/‘”*974

J S common stock for 66 consecutlve quarters The compan Y. expects o be able to : ay
ends under greeme S berngdlscussed wrt. ] certam banks Sne Note 14 of Notes to Consolrdated
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QAF Cproratlon and Conlolldated Suhsldlarles
mary of Significant Accounting Policies

Principles of Consolidation: .

- The accounts of ail significant subsidiaries of the com- .

' pany are included in the consolidated financial state- -
‘ments. All significant intercompany transactions and

- - balances have been eliminated. A wholly owned captive
"~ Insurance subsidiary and the 50% ownership of a foreign
-chemical manufacturing company are carried on the *
~equity method.

‘Short-term Investments
Shert-term investments are valued at cost, which approxi-
mates market.

Inventories
Inventories are valued at the lower of cost (principally
average) or market.

Property, Plant and Equipment, and Related

Depreciation

Depreciation is computed principally on the straight-line
. method bhased on the estimated ecorigmic lives of the

assets.

Beginning in 1979, certain interest charges are capi-
lalized as part of the cost of property. plant and equip-
.. -ment additions. See Note 2 of Notes to Consohdafed
/Financial Statements.

Deferred Income Taxes

Deferred income taxes arise from repcrnng certain
fncome and expense items in the financial statements in
periods different from those in which such amounts are

- teported for income tax purposes.

. iInvestment Tax Credits
The company accounts for investment tax credits arsing
since January 1, 1971, as a reduction of the provision for
United States income tax (the fiow-through method}.

N Investment tax credits which arose prior to that date were
N . deferred and amortized over the estimated service

Y- lives of the related assets.

(TI' follumng accounting policies apply tothe contlnumg operations of the company)

*

Sale of Tax Beneﬁts L i
~ The company accounts for the proceeds from the sale of

tax benefits (i.e., investment tax credits and depreciation
deductions) pursuant 1o the leasing provisions of the .
Economic Recovery Tax Act of 1981 as pre-tax income,:

“See Note 5 of Notes to Consohdated Financial

Statements.

Retirement Plans

The company and its subsiciaries have retirement plans
covering substantially all employees. The company's
policy is to accrue as expense an amount computed by
the actuary and to fund at least-the minimum amourt
required by ERISA. See Note 9 of Notes to Consolidated
Financial Statemends.

Eamnings per Common Share ‘
Primary earnings per common share are computed by
dividing income (loss), adjusted for preferred stock
dividend requirements, by the weighted average nuimber
of shares of common stock outstanding during the year.
The computation assumes the exercise of outstanding
stock optons to the extent they are dilutive.

Fully diluted earnings per common share are computed-
on the assumption (where the effect thereof would be
dilutive) that convertible securities outstanding had been
converted into shares of commion stock. Appropriate

adjustments for dividends on preferred stock and interest

on corvertible notes (net of income tax effect) are made
to earriings applicable to common stock for assumed

conversions. The computation also assumes the exercise
of all dilutive stock options. .

TR
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~ Consolidated Statements of Income .. -
" Year Ended December 31 v _ 1981 1980 1979 .
" NetSales © $672,514,000  §677.216000 . $683749.000

- Costs and Expenses o o K
“Cost of products sold : 551,893,000 524,897,000 511,805,000 -.
- Distribution, selling and advemsmg ‘ e 74,844,000 73,213,000 67.128.000 -
Research and development e - 8,110,000 8.634,000 7,224,000
- General and administrative 39,117,000 42.843.000 36,618,000
Interest {Note 2) e . 19,153,000 21,634,000 14,307,000
Total Costs and Expenses 693,117,000 671.001.000 537,182,000
Other Income (Charges} e )
Provision for plant shutdown costs (Note 3) - (15,080,000 = — —
Other—Net (Notes 4 & 5) - 2,644,000 3.082.000 (5.981.000)
“Total Cther Income (Charges) 112,a36,000)  3.082.000 __ (5.961.000)
income {Loss) from Continuing Operations
Before Income Taxes {Benefits) (33,039,000) 9,077,000 40,586,000
Income Taxes (Benefits) (Mote 10) e {4,803,000) (1.246.000) 14,758,000
Income (Loss) from Continuing Operations _fm—) 10.323.000 25,828,000

- Discontinued Segments (Note 1)
Operating 'ncome, net of income

tax benefits of $466,000 in 1980 and

_ §5,287,000in 1979 = 441,000
Eshmated income (Loss) from disposition. net of
~ income taxes (benefits) of $15,707.000 in 1981

2,355,000

and ($10.460.000)in 1980 . 54,296,000 (244.240.000)
Income (Loss) from Discontinued Segments 54,296,000 _ mf—m '
Net Income (Loss) $ 26,060,000 $(233,476,000) $ 28,183,000
. Weighted Average Number of Common
- and Common Equivalent Shares Outstanding 14,078,000 13.497.000 13.386.000
- Eamings perCommonShare ~ ) o e
- +-_ Continuing _ _ $(2.24) $ 58
Discontinued e 3. as (18.07)
<Net Income (Loss) “$1.62 W}
Fully Diluted (Note 6) e e e e et s o oo e e
Continuing e 8ST) =
Discontinued - L e 3.07 R
tiet Income 1L.oss) . e 51.50 =

_ Consolidated Statements of Retained Earnings

Year Ended December 31 B 1—931 T 'f‘—i‘"‘QBO
: $--53,609,000 ——§-301:03%,000——§285,6 13
25,060,000 ; ) '

3,242,000 s

: - 11,183,000 .
s s's,zu,"'ooo
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‘ - Consolidated Balance Sheets

V 11 Cash

December 31 1981 .
" Assets
- Current Assets . e R L
L $ 10,385,000 - $.13,342000 .. .
- Short-term investments 2,963,000 8,593,000
Accounts receivable—trade, less allowance for doubtful e e o
accounts— 1981, $2,828,000; 1980, $1,842,000 78,106,000 80,638,000
~ Accounts receivable—other (Note 1) 70,014,000 6,681,000
inventories— net: _
_ Finished goods 87,169,000 54,735,000 .
__Workin process 24,121,000 _ 16,410,000
Raw materials and supplies 36,428,000 .. 32,477,000
Total Inventories 147,718,000 - 103,622,000
Prepaid expenses 4,806,000 4,123,000
Assets of discontinued segments, ; L
at sstimated net realizable value {Note 1) 23,272,000 265,723,000
Total Current Assets 337,264,000 482,722,000
Property, Plant and Equipment, at cost (Note . S
Land and land improvements - 15,941,000 13,767,000
Buildings and building equipment 60,780,000 58,005,000
- Machinery-and equipment 225,333,000 .. 218,635,000
Construction in progress 11,091,000 17,236
Total Property. Plant and Equipmert 313,145, :
Less accumulated depreciation - 116,735,000 107,616,000
Property, Plant and Equipment—Net 196,410,000 200,017,000 -
Costin Excess of Net Assets Acquired 5,744,000 5,744,000
Other Assets (Note i) 20,342,000 9,800,000
'ro_gai_ Aﬂss_e___t_s_ 5559,760,000» $698.283,000

See Summary of Significant Accounting Poicies and Notes to Consolidated Financial Sratements.
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See Summary of u:gnufccam Accounting Palicies ana Notes 1o f‘onso.xcaled Financial Statements

Detember 31 i ' B 1981 1980
Liabilities and Shareholders’ Equity oo
‘Current Liabilities - S o -
" “"Noles payabie (Note 14) . . N . $ 17,448,000 . $ 57.989,000
- Current portion of long-term debt (Note 14) AN 21,909,000 45,463.000 -
Accounts payable: o P . v
Trade ' S 69,809,000 85,207,000
' Other o 5,421,000 8,825,000
Accrued liabilities (Note 1) ' 63,406,000 127.865,000 -
. Income taxes payable o 1,569,000 5,307,000
Total Current Liabilities : 17 9,552,0& 330.,656.000
Long-term Debt Less Current Portion {(Note 14) 193,662,000 148,076,000
Other Liabilities {Note 1) 51,859,000 . 87.204.000
Total Liabilities 425,073,000 575,936,000
Commitments and Contingent Liabilities (Note 15)
- Shareholders' Equity (Notes 12,13 & 14) _ B
" Preferred stock, $1 parvaiue; authorized 6.000.000 shares;
" $1.20 convertible series issued—1981, 2,611,784 shares; :
1980, 3,068,201 shares; at assigned valut of $1.25 per . i )
~ share {liquidation value 1981, $69.723,060) i 3,265,000 3.835.000
Common stock, $1 par value; authorized 23,000,000 shares: . -
issued—1981, 14 387,721 shares; 19 198.) 13,817.202 shares i 14,388,000 13.817.000
Additional paid-in capital . N 54,360,000 - 53,976,000
~ Retainedearnings S i 55,244,000 53.609.000
Total R 137,257,000 125,237,000
Less stock held in' |ntreasury at cost, L : L S
Common—1981.211.467 sharus _1_98(_) 236. 887 shares e 1,638,000 _ 1.958.000
_ Preferred—76.400shares in 1981and 1980 T 932,000 932,000
_Total Sharoholders' 'Equity 134,687,000 722347000
Total Liahllities and Sharcholders' Equity . $559,760,000  5698.283,000

i09ute
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Consolidated Statements of Changes in Financial Position®

" Year EndedDecember3t - - ' 1901

1580

1979

Cash  and Short-term lnmtments, beglm;ing ol yur
Soutce lUse) ot “undr
1ncome {Loss) frOm f‘om.numg Ope:anons

$:19 078000~_

10,323000

$ 37.009000

75.828,000

| Sherges (crediisinotaftectingfonds.

Deprecnauon L
Deferred: mcon‘e 'axes 3

_'““' 7. 5T

15725000 .

(329,000

_.2617.000

- Planishadowncosts

her
Total from COﬂ!tnu'ng ODE!B

Income (Léés) from Discontinuy gmems;w T

Charges (credits) 10 Giscontinuea segments
- not attecting funads

(“MOOO)

262.456.000

_ Totalom giscontnued segments
o Toral lundshom of.eratons
Cash proceeds from sales of ossconunuec tusw.ecses ‘
Aacmms 10 properry plant anu equ'pmenz o

- TT3,352,000
107,498.090 7
__(27,579,000)

54,81 0,000)

o _(41,902,000)

nc;rg dno m 'esrmenr actw:(y 5,780,W

16.657,000
36,548,000
11,920,000
| (48.154.000)

A
TR0

“—”
43,170,000
235500

13.465.000

15,820.000

e ———————
59,990,000

124,448,000°"

— {11.224,000)

_.(6.466.000)

T T58,804.000)
(145986000

(5211000 |

S —
(10.491.000)

Increase (decrease) innotes pg)abie o

"~ [40,541,000)

40.339000

_Increaseiniong-termdent 74,282,000

8441000

_Reductionsnlong-termdett 152,250,000)

(2.,294,000)

__114,425,000)

o .(1'4.007.0001,“_“_

28,514,000

T 5.958.000)

(18 967 000, _

597,000

:T“'—Taiai sou'ce (use) trom hnancmg anc nn\estm4=nt acuvnyh 192,937 W) 14.081 50-0:

increase (decrease) i cash andshori-terminvesiments  °

0 l&537,000
~ Cash and Short-term Investments, end of yoar

'S 13,348,000

602,000

2.857,000
$ 21.935.000

1,675.000

(127040000 | |

F30.000)
T17.937.000)

19.9

"This statement was changed in 1961 from the working capi{al to the cash format in order to provide the reader with Gtaited
information on the source and use of funds. As a rpsuﬂ mnann amounts for 1980 and 1979 hav=2 been restated.

* **Other working capital tems:

_Accounts recewvabl~ ugc?é s »2.532,000

$ 107.948.000

_§ (20,444 ooo;

evable—other (63,333,000}

3,326.000

8672000

_inventories

160,588,000 - -

(53,765.000)

il i - (44,096,000)
Prepa;dexpenses o (683,000)

5.863,000

1.084.000

_Incometaxberelts .

256,000

4,182,000

,;;-_‘Assey;, 'dzsccznm wed segmems
Accounts payabue o
_Accrued liabilities

128,325,000 (403.620000) _ 22,448,000

_{18,802,000) :(15 818,000)  30.717.000

(54,81 4.000) (4 834,000) - (451,000)
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. Ketes to Consolidated Financial Statements

i
3

1 Discohtinued Segments

In 1980 the company decided to discontinue a nurer of
businesses including 1S reprogiaphics, ph:)tograrph:c

: graphic ans products, pictorial products, restherd floonng
~“and certain other businesses. Also included in the

| giscontinuance program was a fatex plant, soid in
-December. 1980, znd the company’s x-ray fim and
~refated chernical businesses that were ler runated in
Maich. 1980

The pictoriai products, graphic arts, resitent flooring.
viny] siding and paper and millboard businesses were
sold in 1981 The reprographics business was sold on
January 8, 1982, effective as of Dacember 31, 1981, whizh
substanhaily completes the program. A teceivable o
$63 9 mill:on relating to this saie 1s ncludied in Accounts
Rcewvable —Other In addition, long-term notes recewva-
ble of §14 5 millon relating 1o the sales of reprograpnics
and czher discontinued b.;smesses are included in Other
“Assets

As ot December 311980, a provision of $254 7 million
- (5244,2 mithon after rax Henelts of $10 5 mithon) was
“ corgeq and consisted of a reserve for the 10ss on dis-
p Ssion of @ssels and a hability for anticipated phase-out
costs This reserve and habilty were reevaluated in 1981
_anconnechion with the saies of these businesses ang
P deterningys 0 be mare than negoed 10 cover anticipated
S 0osts. The excess of $43 6 rittion (after taxes of $65
muliion} was resiored (0 Estimated income (Loss)irom
disposon of aiscontnued segments Estimated Income
{Losst tm aiscontinues Segments aiso ncludes $10.7

" dates at which they were renonted as discontitived werk

nesses discontinuea duning 1980 ara 1979 prior to the
$553.4 mithon for 1980 anc $5248 4 miffion for 1979

The assets ¢f the discontinued segments hav been
rectassified. after the dates of their discontinuances. (o
remave them from their NSOrnG classifications and 1o
separalely idently them at their net realizable véiue, The
amount of assets applicable to dzscomsrued segments is
presented below: :

Dolta s m Mions

December 3' 1981 1980
Accouns Fecovatie - Nt . $138 3802
n DR - S -
Pigperty Part ang Enuprert et 180 1350
C.-.FM_‘ o - 28 280
Tota: Assels T Tee | g

Loss msene for i05s oo
Ywaswsa'& Tate Net R

2 Interest Expense
Interest expense for contimuing operations for the years
ended December 31, 1981. 1980 and 1979 was deter
mineg as foilows.

Doitars i Thousands

For the year 1981 1980 979
Totat nlerest nourred $21,371 324709 §16992 - - -
Less rigwestoaptanzes . 218 3075 2685 .. -
Imarest experse 819,153 327634 §1307

3 Plant Shutdown Cozts

- N matlinn income (after taxes of §9 2 million). cons:stin o i
e prireanly of penson reserves relaling 1o 12_;77 ,:,-,SCO,E The company in December 1981 provided $15.1 million
. rasances no longer (BQUITRE isee also Note 9) Activity in for teit mull shutdtowns. primarily for the write-off of related
' his mserve and tabidy 1S summarnized below. buildings and equipment tor certain felt mills in the
e “building materials sagment.
Y - 365888 tF,narbnhry o
N : .gsts?ssotio: P?aase-Ou! 4 Forsign Exchange
i ot Assts _ Costs Total  Pre-tax foreign exchange gains (Iosses) on continuing «ﬁpera
-8 Datiars, - Miitons tions are inctuded in Other Income (Charges) as foliow
/. 31270 siely  ses4 7 Dollars in Thouse,nds‘
g - (10) WO (70 o g sear i93%  .1980. . 1979 .
- o E60 . TAVT 2477 pgam T
AN 303 144§ i $1,772 - $1.867 § (765)
o '{}‘5 o “{-'75'7] T arQe cantacts 545 633 (3284)
T84 50347 §5530 ¢ e 1250) _1120) @
e - N . $1,166 51380 §(4.089)
the Curgnt poruon of zreuab.my Abter-tax T e
$15 1 mifion andisincludean Transiaon . §$1,772  §1867 - § (765)
ab ftes !! v noncurent portion of $19 & million Fswatd exchange convacts 386 323 (1675)
able currentand ereceable _{511) _ 6103 18

\ O‘hc: 1 mb'tmes (‘omDEi’

amfeﬁ"“‘

nillion a"d 353 & milion. respecnvely

Operating'income of the discontinued segments shows :;
the asults prior to the effective dates of the discontinu- &
ances Operating results subsequent 1o tlie effective

dates of the discontinuances have been charged to the
labsilly lor phase-out costs Sales appl:cabse to buS|-

Taxes related 1o 1ore»gne ﬂangeare mcluded inn

. lations arg not tax’ eﬂemed whereas the resuits of forwa j

§ 1,647 §__5§Q_,._s_2,z2

axes (Benefits}: Gmcralfy results of balance sheet ifa
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.. S Other lncnme {Charges) ,
- The company recognized $2.0 million of income in 1935
as a result of the sale of tax benefits- pursyant to the ' safe

" Actof 1981,

 The net OpE'almg results of a whotly owned, captive
insurance subsidiary and the company's share of the net
resulis of ds 50% ownrership n a foreign themicat
manutacturing company are recorded in Oiher income
-{Charges) on the Consoiidated Staternents of incoire.
Equity method results showed losses of $606,000 and

" Notes tn Consolidated Financiai ,emenb (continued)

harbor” leasing pfws:ons of the Economnc Recovery Tax

© related to these investments are m mceo within amow!=. oo

reporteo inNote 4.

Included in Other incorme anarqu) far the year 187918 a
foss of $5.966,000 on silver future tranc_.ufonq

6 P2r Share Information

Fuliy: diluted aarmings per share assume Conversion oi the
5% and 5%% convertible subordinated notes an the
exercise of stock options into shares of commei 516k,
Assumed conversions for the 1980 net 10ss per share
would P&ve been anti-giutive and have tharefore been

$956.000 in 1981 and 1980, respectively, and income of avciudaa

$234.0001n 1979 Foreigr exchange gains and iosses ’

7 Scheduls of Business Segmenis® .

ST e PoMarsin Millions

Year Endied December 51 ’ 1981 1980 1979
ooSales ;

- Cremica e .. $384  sw82 sz.ggé
N Lemmte@qmertsaes“mw_______'m ) B e 24.6 - '238, - ' 262
_MetChemical . 3008 I X
_Buidinghaterial; 3Ny 3928 4194

R Consoligated Saies i m 677.2 36837
pel  Ovect OpeatingProft(loss) . | e
e Chemical o __ $ 566 . $5290 5624
_BulgingMaterials "38.6) 37 a7

Total

7980 65y o

Corporate and interest Experses (51.0) - (5660 (518 .
Income (Loss} from Continuing Operations S . S
- Befcre Income Taxes $(33.0) LA $ 406 -
“identifiable Assets o A -
; Chemical %2006 51904 $182.6
Nl Building Materials ~ - 222.4 5
B _Photo & Repits - . -
_Comporate ) ) 113.5
_Assets of Dusuon'inued Segments e 23.3
Total Assets - $559.8 X
~- AdditionsigProperty. Plant ' SR
ancEquipmert L
_Chemigat e 122 0 s29 0 8183
_RuiidingMateriis . - 140 239 0 M6
Photo & Repro: ‘ ‘

_Corporae

14
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8 Geographic Information*

- Information with respect to operations by geographic areais as fofiows

Forthe year

Do 'asthan i
- Efiminations

Western and. - Total
Europe - ther Other Consolidated

1981

.- Sales -
Less intergeographic sales’” :

L8480 S64 873 SE72s
08 —

Sales to Unaffiliated Customers

47.2 164

Direct Operating Profit
Corpo'ate and interes! Expense

88 . 3t = 80
(51 0}

{_3ncome {Loss) from Continung Operations
Before Income Taxes

{33.0)

identifiable Assets

1980

242 98 .. &3

558

Sales , R
--Less intergeographic sales””

SE675 80

e _$@20) 36772
124 - (42.0) —

Sales to Unaffiiated Customers

551 15.0 6772

Direct Operating Profit L
“Corporate ang inferest Expenses

s 2 657
(56.6)

- Income from Continuing Operationg
- Before Income Taxes

9.1

Identifigble Assets 3960

.88 78 257 698.3

1979

- Sales ... 56488
- Less intergeographic saies’” 271.7

$ 638 $ 97  §(386) 96837
10.9 _ (38.6) —

- Sales to Unaffilated Customers 6211

52.9 9.7 — 683.7

Direct OperatingProfit _ - . 784

~ Corporate and Interest Fxpens’-3

87 10 — 92.1
(515)

- Income from Continuing Operations
- Before Income Taxe:s

406

Identifiable Assets

6408

16886 26.2 — 8356

eogfapmc Information is ,yeser'tea for codnnu.rg OPEFGUOHS for information péna*nlng to ‘he Statements of income.
-~ Asset amounts for 1979 have not been restaled. See Note 1.
"tnle{geo? raphic saies are recorded at prices, above COSt, as negotiated between the operazmg units.

8sels Of

Retirement Plans
n June 1981, the company armouncec. achangeinthe

he empfnwee_pegmg i, “4:8-«3-@\:&::" ak

dlscml nued segmaents at estimated net realizable vaiue. See Note 1.

participants. These changes eliminatea the unfunded prior

service coSt. resulted in an overfunded position forthe - -

w&uaawesieaﬁeﬁeiswand@eaer {ed-arracivariatgain:
- which is being amortized aver ten years: The effect was
. adecreaseinthe | -from'ccnununng ope;ahons fo
-1981 of $7/500,000, wit '
Conti .irug Eammgs

 the remaining aggregat
fiability was $43,842,000 al December 31, 1980. The
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-+ Domestic

ﬂotuto Consolidated Financial Stemen:s {continued)

. company is no loniger obligated 1o fund any Denelits re-
“lating thereto and. acceraingly, the $43 842,000 batance,
1888 rafd.ed taxes of $7.747 000, was resigred 1o Esti-
~ mated Income from Disposition ¢ xr,ng 1981, or §2 56
o anary—Dust;ommued Earmings per Common Share.

- The cost of empinyee retirement benetits fer wmmu.ng
. nperations was $2,347,000in 1981, $9,806.000 in +ag0

. and $8.613.000in 1979 A comparnson of the accumyiaiod

- plan benefits and plan net assets 7 the company’, o-
~:_mestic defined benefit plans is presenied below.

Dgliars in Theusands
1981 98] 1979

Actuanal present vaiue of
Accumulated plan benelds

Vestad T E 7

Non-Vested T e

Total —=

Pian assels avaiiabie for benetts =5

Assumedrateolieun " o

| Panvavavonaate - 114 1_35- g
10 income Taxes

Provision has not been made for United States income
taxes on unremitted earnings of foreign subsidianies of
$16.187,000, as it is management's intention 10 reinvest

- such eamings indefinitely. Any United States tares pay-
able on fcreign earnings which may be remitted in the

futura are expected (o be substantially reguced by the
combineg effecis of a net operating loss carryforwara and
foreign tax Credits. United States income taxes have rio:
been previded on the unremitted earnings of the Domestic

- International Sales Corporation subsidiary aggregating -
-$14,077.000 through December 31. 1981, since the com-

... panyintends to postpone indefinitely the remittance of

Such earnings..

Income (loss) from continuing cperations before income
- taxes consists of domes sic and foreign income (loss) as
- follows:

u Oaofars i Thousands
For the year

1981 1980 1979
$(44,053) s(5572) 323986
" Foreign , T 11,014 13649 '*6ooo
Total Income (£ ess) from o
-Continuing Operations - S
Before Income Taxes _$133,039) 3 9077 340580

* The provision (benefit) for income taxes on continuing
operations consists of the following:

Dotars i Thodsands
. 1981 TGED 1979

income taxes (benelits) on continuig opsrations igr the
years 1981, 1980 and 1979 were lesS than the amounts

-computed by applving the US. ﬂveral slatutoty wicome -

tax rate 1o income before taxes he reabons {or thaee
d;t‘erences are as follows:

Dovars in Thousanas

- Forthe vear 1981 1950 1979
Tax (benett) at statutory rate ___!ﬂ’.t’!] §4178 318670
. Amusm*er‘:s

‘ﬁefazmg loss camyloraarg® 9 -
. (3.584)

_ lat ted 3t ‘ed Siates nvesim: <
T Domestic internztona Saes

Co'pa anon and deplelion
_aliowances )

871} @an 94y
606 631 024
(‘.303] $tt °-¢b) §14 758

"Amgunt RpreIEnts - panett of Hodk cneu'ir‘a 038 1 e /ecoqr hzeq
whe? Baized ior reome lar Purposes

The principal sources (uses) of Unitea States deferred
income taxes applicable to continuing operations were:
Dacitges i Thousands

Forthe year

Tax deprecialing over
amount 'epc'fﬁﬂ 4]
Consoiaated Staloments of income § ==

Reversa: ot tan etfect
o( {1977 eserves

1167

(955)

1,510 882
~ §(10,657) 54590 $2.874

For income tax reporting purposes. operating 10ss carry-
torwards of approximately $116 mitlion a:e available at
December 31,1981, lor offset against fiiure consolidated
taxable income. Approximatery $92 miliion is applicable
to the Uniteg States and the remainder is applicable to
consohijated subsidiaries ‘ocated princigally in Western
Europe. The United States loss wil! be available for iuture
utifization through 1996 and the foreign loss will expire at
various dates through 1991, In adddion, United States in-

~ vizstment {ax credit carryforwards of approximately $4.7

million are availabie for offsat against future tax liabilities
thiough 1995. Use of these carryforwards is dependent on

- future taxable income in the United States and Westem

Europe.

For 1979, the income tax cenefn on discontinued opera-
tions inclides $3.2 mithon resulting from a 1979 change in
Un‘ned Kingdom tax laws reiated {0 inventories.

s(z 945) Y
v T2gna-

4,863 §01.246]

1 Supphmenumanammmlomuon —
The foliowing expenses of confinuing operations are

sncluded,m me Consolidaled Stalemenls of ;anmaw

1981 1980 1979

G-I_EPA0020705



2 Capital Stock
The $1:20 convertible preteued stock, divicend
- are cumulative, is convertible at any tiere intn comman
stock at the rate of 17 shares of common stock for eacn
“share 6t prefenied . The company may redeem the ['e-
ferred stock at 827 50 per'share.

Transactions in common stock hald i feasury WRte as
- foliows;

§ o which

y‘t?",u B
[aNRE pi

(938)
$5,638

As a rasuit ¢t the dLm,x:s ance of reasury shares.
agditicnal pad-n a.ap*'du wcreasea $276.000 1 1981 ang
oecreased $123.000 ang §174 000 » 1980 ang 1979

. tespeciively.

- The shares of commai stock resenved 1or ssuance at
‘December 31, 198: ana 1980 were as foliows

: s«;bom-natecro’es — . 418823 G415l
-Exercise unger stock opron ane LT -
- purchase plans 826,550 * 163 370

LN - B X5

During. 198t 456417 shares of preferred stock. dssigr.ed
value of 55:0 521, were converted into 570,51 ¢hates of
-common stock; during 1980, 37.476 shiafes of pra!erred
- stock, assigned value of $46,845. were converted inte;

tock.

13 Stoek Option and'smu Purchlu Plans

of aptions to key employees io purchase common $iock of

‘atthe date Under the terms.of tha 1978 ngn.

-7 46,843 shares of commun stock: during 1979, 9¢ shares of -
‘ pteferred stock were converzed into 112 shares of comman

The company’s stock option plans provige for the granting -

- .the company at not fess than 100% of the far marke! value

iy D ANRG OLnng 4 1EN-RAT penoa endding
uary 11,1985 Opt 1 e 10 date are exerisabie
year giter grart an  after 10 years The pian
PIOVIGIES 107 SI0Ck BDIFBCIALDT KNS Wherein 4% opton

holger may request surender Jﬁseupngmum anne

It payment (6 CASH O Stock) Gy e company of tne
diference between the opton and marke! prces on 1he
date of suntender The requected surender o an oplion
may be Qranted or genics at the giscretion of the com-

~ panys Stack Optior Committes

Autronty o q ant optons uneer the 1965 guaited plan
exprea onMarch 31 1975 Oplions grarted unte! s
plan evpireg !

five vears hrom e gate of grane

Transactions affectng eptions u
toiows

nger inese pigns ae as

Of tne 1tal options outstandmg at December at, 1%1
1980 and 1979, respectively, 488,650; 480.670 and.
305.670 were exercisable. Options for 82,000, 119,500
ang 238,000 shares were avaiable for grant at December
31,1981, 1980 and 1979, respectively.

Undet the provisions of the company’s 1969 restricted and

unresiricted stock purchase plan, 650,000 shares of cm-

. mon s0ck were authorized for sale lo key empioyees. The
* plan cutrently provides that restricted ana unrestricted
‘-ﬁhares may be s0'd at prices which are not less than 50%

#nd B0%. respectively. of the cio smg market price preced-
ing the gate of grant. Under certain conditions, the com. -
pany has the right 1o tepurchase restricied shares of
common stock at the onginal seting price. .

The excess of quoled marke! value at the date of gram
over the agg: ega" sales price 101 restrictec shates soid

AS a fesu?! of 'J"ese charaes addd-onat Dam-m
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14 Dobt and Dividend Restrictions
information egarding 5"0%-"‘”'? t‘ebt for the years
'979 19815 :
Tyars i Thaggam o
1984 - o 9y
#1748
T e
S35, 518 050 S5T41

s8a.20r oy
16.2% v

ARANE amount oul tstands.Q Gunng e pangd was
. , cc ™ w?ru by graging the total of the monihly autstanang
princpal batances by 12 The avergge otered] rite far the
YEAr was computed using the weghtea average ntereat
N 1ate on gutslanging Baignces at éach montt.eng

LomgLterm aedt at December 311981 andg 1980 was as
ofioy v

[rRiarg o Tuns W
1389 053

488

22827 230

8,200 s/

1467 200
8770

13,248 603
28,571 101500
_ 21,909 4556

Noxes to Consolidated Financial Statements (continued)

- Cash requirements 1o meel maturing long-term febt

teeof

T aval: bty of joans on achieving ceriain inancial resuns

@ 1K agresment with a new long- term revol vmg creon

Tre bt averitie subordinatisd notes are ¢ '*"w-miy
corer mitey shares of common stock ai a Convarsion
proe of S‘.’«Tﬂ.?i} pet share isubsect 1o antiddution adjust-
ments inspecfied catumstances’ onlyin conreltion with
certamn prepayments. All other corversion rights fansed

n 1976

obhgatons over the next five years are presente:) below.
Debt ot $72 4 mudbon incuired ur der the revolving credit

agreement has beeninCiyded r the 1983 amoust based
Upon ds term

‘982 $21.909.00) 1985  $10.302.000
Wh5 $05.866 000 1986 $!10.028.000
F8BL F20.635 000

To provide 0! 15 working capntal reeds dunng tha discon-
truance program aescnbed in Note 1 the compiiny in the
trst quarter 1681 enzewu o a $225.000,000 1ewlving
creait agreerment. teriinatog Deceinber 31, 1963, with
aqroup of banks Ths agoement, which replaced the
company s domestic short-tetmiines of credit in gffect at.
Decemter 31,1980 orovades for a geclining availabiity
et credt ovet s (ern ’ne company. effective October 20,
18T exercsed its naht parmanently toreduce the ag-
gregate commitments of the banks unge: 1nis credit
agreement 1o $170.000.000 and further seguced the com-
mitments ta 3126 000 G00in January 1982, Inteieston he
furds s atthe prime rate Unaer the agreement. a commit-
merttee of 1 61% per annumis charged on the daily
WETAQE Yhusd0 prrtion of the ~ommitments and a facility
Cof 19 perannum s chargea on the commnments :
wnéthu used or unused, The aocement cor 1ing
provisgas wheeh among giher things, require the mainte-
NANZE O ekmium norkmg capital and net vorth, limit the . ...
amourd ot et ana capital expenditures ang condition the

proiectea for the discontinuance program.

Thoacepany s currently negotiating to replace the

aynament for §75 millon

Alse. i the fust quarter 1981 inere became elfective -
amendments. negotaled n gninection with the discon-
fnuance program. 1o certain citier long-term debt instru- -
menis Under the amendments. the scheduled principal -
pay.ments were accelerated, restnctions relating to divi-
ﬂends' debt ieses and maintenance of working capital -
were restructured. and a new Provision imiting the com-
paf‘y S snvesiments was inserted

: *w——-—--uoa,uz R

rice of $22.50 per Share- (subject to annd:luﬂon adjust
i cucumstancesi
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Dividends are rstricted under the above and certain
atherloan agreements, including the revalving credit .
agreement. Under the most restrictive of these provi.
ons, $5,320,000 of retained earnings were available at
December 31, 1981 for fuiure dividends. In March 1992
€ company obtainec waivers from certain holders of its
long-term debt relating to the restrictions on dividends.
- Under the terms of the waivers, the company rmay ¢=-
clare and pay dividends on its common and prefe:red

" stock for the second quarter of 1982. Discussions are under

~ way with the banks for a new long-term revolving credit
- agreement pursuant to which the company could
declare further dividends. :

15 Commitments and Contingent Liabilities
Capitaiized leases for continuing operations of $2,291,000
_.and $9,762,000 are included in Propeity, Plant and Equip-
ment—Net at December 31, 1981 and 1980, respectivaly.
The present value of future net minimum lease payments is

: . reilected as long-term debt (see Note 14).

The most significant capital lease is for the admnistrative

. headquarters located in Wayne, N.J. The amortization ex-

- pense associated with assets recorded under capital

-~ leasesisincluded in depreciation expense. The company
.. also has operating leases for transportation and ata

- - pracessing equipment and for other buildings.

_ Future minimum lease payments for continuing properties
* - held under long-term noncancelable leases as of Decem-
ber 31, 1981 are as follows:

Doliars i - Thousands

Minimum Payments Capital Leases ~ Operaling Leases

1982

S 1.864 $ 6346

-1983

1,802 2,980

1984

1,739 1416

1985

1677 404

" 1986

1614 131

 Later Years

13273 ' 281

- Total minimum payments

21,969 “T1558

- Less intarastincluded above

8728

.. Present value of net minimum

513241

. lease payments

’ The"ccrnpany had commitments of approximately
$11.612,000 at December 31, 1981, for the acauisition of

property, plant and equipment for its continuing operations.

51 1951, there were various pending lawsuits

’ aims agaisithe company relaling 1o mattars afising
, : apinion of mana SO

Auditors’ Opinion

 Delnitte

‘asting- Sells

TO THE SHAREHOLDERS AND BOARD OF UIRECTORS
OF GAF CORPORATION.

Wz have examined the consolidated balance sheets o
GAF Corporation and its consoiidated subsidiaries ag
of Dacember 31, 1981 and 1980 and tne related corsoj;-
dated statements of income, fetained eamnings and

~ changes in financial position for each of the three yearg in
 the period ended December 31, 1981. Our examinationg
- were made in accordance with generally accepted aygit.-

ing standards and, accordingly, included such tests of
the ar.counting records and such other audnt;pg pro-
cedures as we considered necessary inthe circum.
starces.

- Inour report dated February 12, 1981, ouropinion on the
" 1980 consolidated financial statements was qualified gg

being subject to the effects of ary adjustments which
might result upon consummation of the company's plary
of disposal of certain of its operations. As explained in
Note 1o the financial statements, 1€ company’s discop.

tinuance program was suostantially compleled during

1981 and portions of the reserve for 10ss on disposition ¢f
assels and of the hability for phase-out costs, establisheg
during 1980 but no longer considered necessary, have
been restored to income in 1981. Accurdingly. our pres.
ent opinion on the 1980 consolidated financial state-
menls, as expressed herein, 1S aiffecent from that
axpressed in our previous report.

In our opinion, such consolidated financiat statementg
present fairly the financial position of the companies

at December 31, 1981 and 1980 and the resuits of their
operations and the changes in their financial position for
eact: of the three years i the period ended December 31,
1981, in conformity with generatly accepled accounting
piinciples consistently applied. :

Coloille flackine S0

New York, New York 10048

February 9, 1982
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‘Supplementary Data (Unaudited)

_ Flnanclal Reporting and Changing Prices
-Inaccordance with the Financia! Accounting Standards
“Board Statement No 33, “Financia Reporting and Chang-
. ing Prices. the following sucplementary information is
- presented toreflect the estimated impact of inffation onthe

- - company’s earnings from continuing operations. T he com-
- panys historical cost financial data have been-adjustes for
the effects of generalinflation on inventories and property,

- plant and equipment (constant dollar basis) and for the
effects of changes in specific prices on those assets (cur-
rent cost basis). As a result, the impact on net inccme only

- reflects adjustrrents to depreciation 2xpense and cost of

prodcts sold. Sales and other costs and expenses, in-

cluding income taxes, have rot been adjusted.

The management of GAF cautions the reader in interprel-
ing this supplementary data due tc the required use of
numerous assumptions and estimates in preparing the in-
farmation. This data should therelore be construed only as
indicators of the effects of inflation as oppo:.ed to precise
measurements.

Constant Dollar Information

Censtant doltar accounting is a method of reporting
financial data in dollars having an equai (i.e. consiant)
generai purchasing power. As required, this information
has been compiled by adjusting the historicai costs of
inventories and property. plant and equipment for changes
in the Consumer Price Index for Al Urban Consumers

Current Cost Information

The current cost method adjusts historical costs of the
company's inventories and property. plam and equipment
-to reflect changes in specific prices 'z frent cost) of pro-
ducing those same inventories or replacing the assets at
e balance sheet date. Plant and sauipment current costs

were estimated by adjusting hig aoiical costs by externally .

generated industrial price indexes. Inventory costs were
developed using current manufactusing costs. inventory
costs included in the Cost of Products Sold were deter-
‘mined on average current costs during the year.

‘Under both methods, depreciation expense was adjusted
based on the restated asset «alues using the same esti-
mated useful lives and depreciation rates used in the

: financial statements. v

. Other information -

Reflecting the adverse impact of mﬂatlm lhe aolusted
arnings under both the constant dolla, and current cost

m sthods are lower *han e results from cor.tmumg opera-

* declinein phrchasir’g power of net monetary liabilities held

during the year ($21.7 million) may not be aggregated with
ihe adiusted earnings. This gain arises because during
1981 the company had more liabilities which were fixed in
amount of dollars to be repatd than it had assets similariy
fixed in amount of dollars to e received. While this unre-

.alized gain does not represent dolfars whizi wil be

received in the future, it does ipresent an importan

hedge against inflation, as this net monetary Elab.’-'y posi-
tion will be paid in dollars which have a lower purchasing
power than the dollars originally received in seturn for the
obligations.

Consolidated Statement of inccme fram Continuing
Operations Adjusted for Changing Prices {Unaudited)
For the year eisded December 31, 1931
'Dc ffars in Thousands)
As Reported
#1ihe Prmary
Statemenis
(Hisiorical
Cost)
$672514
534259
o728
131413
19,153
{4.803)
700,756

Acjusted
for Genera
inflat:on
(Constant
Dollar)

8672514

. 5atbrg 54
23641
131413
39153
{4,503)
723,983

Adjusted
for Chargies n
Specilic Prices
{Current
Cost)
$672,514
540,086
35410
131,413
19,153
(4,803)
721,259

Net Saies

Cost of Products Soic (1)
Depreciation =~
Other Expense..

interast e
trcome Tax Benefit

Loss from
Continuing Operations

Purchasing power gain
on ret monetary habilities
hald during the year

Increase in specific prices
{current cost) of
inventories ang property,
plant and equipment held
guring Ihe year (2)

Etfect of increase in the

_general price leve!

!ncrease inspeciic
- prices over (under)
+- effect ol increase in
the general price level

$(28236)  S(53 teg) $(48,745) .

$ 21734 $ 21734

$.12.704 -

AL

- Sold in the firimary financial statements. -

(2) The estimated surrent cost of Property, Planl and Equupment-—Net
. and Inventories:was $235,230 and 5153 811 respecuvely. at
December 31,1981, - .

G-I_EPA0020709
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. Con‘,Janson ~f Selected Supp!ementdr/ Financia: Data Adjusted for Eﬂects of Chargmg Pr.ces

b 1] Average 1981 Dol!ars)

1981

(Donafs inThousands, except per share data)

1980

1679 -

- 19

78

1977

" Net Sales

$672,514

$747,443

$856,737. - $848.962

$760.616

Historical cos! information adjusted for general inflation: -

- Income (Loss) from continuing opgrations

_5(51,469)

$(13,690)

s 9118

income (Loss) per common share

$ (3.88)

$  (1.02)

S 68

Nei assets at year-end

$229,202

$625,839

Current cost information:

Income(Loss) from contmumg operauons o

'$(48,745)

$242.941

$(16.102)

S 4602

Income (Loss) per common share

$_(3.69)

$ (119

S 34

Increase in specific prices of inventory and property

over {under) effect of increase in the general price level

$(24,487)

$ 1063

$ 17,036

. \'et asselts at year-end

$231,861

$250,111

$675.984

Olher data. agjusted for general infiation.

Purchasmg power gain on net monetary liabilities
held durnng the year

$ 21,734

$ 30,400

$ 27,826

Dividends per ccmmon share

s .80

$ .85

$ 85

$ .89 5

.90

Year-end markel price per common share

$13.91

$14.10

$12.00

$1594 $1

592

Average Consumer Frice Index

Quarterly Financial Data

2724

_ =468

2174

1954 1

815

First Second

" 1881by Quarter

Third

Doliarsin Millions

Fourth

"7 1980by Quarter
Third  Fourth

First  Second

‘Net Sales  $176.7  $174.1

Cost of Products Sold o 139.5. 135.0 ;
Gress Profit '$37.2 $394 $281 § 16.2

$177.5

$144.2

51620 $159.8

$182.7 $1727

1494

1 28.0

1201 1214

1418 1

41.6

s 419 "5 384

$ 409 § 3i.t

Income (Loss} tiom Continuing

Qperzations Refore Income Taxes

_(Brnefs)(See Noted) S 44
incume Taxes fBene.ns) 13
Ircome (Loss} from Continy .ng

Operations o 3.1
income {Los s‘frorn b.%m wnued

Segments Ne! of incoma Terss

ABenefys. 08
iset income (L2ss})

6.0

7

4.3

$ (3.8}
(5:1)

19.3
14.2

13

s {39.6)
(9.1)

(3e.5)

33.6

L5100 8 18

34 03

a8

3 (3.3)

86 15

3.
i 1‘Qw -

528

42

a9
69

20

{02 (2442) |

S 40 $(246.2)

Earnings per Common Share *

e T e Ty T S S I T T

anary _
e Con*msrng.
. Discontinued "
" Net Income (Loss}

‘ ”;04 5

s

C(35)

(o

= Futly Diluted. ™
Contmulnq

r\et Income { Loss;

’ {h accordance wuh the prcms.ons of APB Op:mon
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. emulsion copolyme,, a

OHEMICM. PRODUCTS '

- GAF* Chemicals
. High-pressure

- -Acetylene Darivatives
Monomers, polymers, co-
-~ polymers, solvents and
- organic intermediates derived
- from acetylene for use in cos-
metic, petroleum, pharma-
. ceutical, plastic, textile, ache-
.- ~sive, and other industries.

- Monomers

2-Pyrol* monomer for nylon-
like linear polymer, solvent
and intermediate, solubilizer
for drug-actives; V-Pyrol*
comonomer and modifier for
adhesives, coatings. fibers.
etc. Intermediate; Alkyl vinyl
ethers: monomers for co-
polymers, intermediates.

" Vinylpyrrolidone
Polymers
Polyvinylpyrrolidone (PVP)
for cosmetics, adhesives,
detergents, coatings. paper,

textile, specialty uses; Plasdone’

pharmaceutical tablet binder
and coating agent: Plasdone "
C excipient for injectables.
blood plasma expander;
Polyclar* AT stabilizer for
beer, wine, vinegat, |uice,
Polyplasdone XL * tablet dis-
integrant for charmaceuti-
cals; Ganex* polymers for
pigment dispersion, as pro-

- tective colioids, cosmetic ad-
ditives, P¥P/VA copolymers,
film tormers for adhesives,
cusmetics, etc.; Polectron®

* binder, stabilizer, opacifier
for various uses. Gafguat*
copolymers for skin- and
hair-care products.

resing for adhesives and
coatings, a latex heat sen--
silizer, and nonmigrating
plasticizer.

Intermediates and
Solvents

BLO* solvenit for agricultural
and lithugraphic applica-
tions; Butanediol: inter-

- mediate for thermoplastics,

chain exiender for ure-
thanes; Butenediol: intei-
mediate for pharmaceutical
and agricultural chemical
synthesis; Butynediol: agri-
cultural intermediate, corro-
sion inhibitor; M-Pyrol* sol-
vent for aromatic extraction
of lube oils. high tempera-

ture plastics synthesis; Methyl-

amines: feactive chemicals
for pesiicides. pharmaceuti-

- cals, detergents: N-Substi-

tuted pyrrolidones for formu-
lating, purifying. or process-
ing of coatings. drugs, dyes.
plastics. etc.; Propargyi al-
cohal: intermediate far agri-
cultural and pharmaceutical
chemical synthesis, corro-
sion inhibitor; Tetrahydro-
furan for magnetic tape
coatings, reaction synthesis,
PVC pipe cements, vinyl

- coatings.

Industrial Qrganic and
Inorganic Chemicais
Complex cyclic and aliphatic
compounds for use as active
ingredhents and as intermed-
ates in the dye, pharmaceuti-

- cal, agricultural, and chemi-

cal processing industries;
carbonyl iron powders, iron
pentacarbonyl.

—Surfactant—
lntermedlatos
- 'l\onylphenol Dodecylphenol. s

' GAF Products
and Services

sorbing components, and
“in powaer metallurgy.

Iron Pantacarbonyl

A tecnnical grade, belter
than 89.5% pure, for use as
starting material for chemi-
cally pure iron; reagent in

- preparation of oxides: light-

sensitive pholochemical;
antiknock agent for gasoline
and diese! fuel: catalystin
hydrocarben synthesis; in-
termediate in manufacture of
chemically useful reagent
complexes.

Specialty Chemicals
Processing and formulating
agents, including bacter:-
cides, coating and finishing
agents. adhesive addiives,
sequestrants, antisiatic agents,
lubricants, and solvents, for
use invarious industries;
agricultural chemicals; oif
field chemicals; textie
chemicals.

Antioxidant

Uvi-Nox* primary antioxi-
dant for polyolefins; mono-
mer inhibitor.

Antistats for Plastics
Gatac* phosphate esters for
PVC. palyolefins, poly-
styrene. :

- Blocides

Biopal* iodophors for deter-
gent-sanitizers.

Corrosion Inhibitors

-Butoryne* 497 for acid pick-

ling. electroplating. specialty

. applications; Katapone*
. VV-328 corrosion inhibitor for

steel, copper, aluminum. Also

ing. paper processiny; clarity
licuid soaps and shampoos;
stabilize rubber latices and

-agricultural chemical emul-

sions; sequester calcium,
iron, copper, magnesium, tin,
elc.. in hard water and wet
processing

Textile Auxiliaries
Gaftex* detergents. foam
suppressants, emulsifiers,
leveling agents. print paste
thickener. Katano! * dyacar- |
rief for pressure dyeirg of
dispe.se-dyeable polyester;
Katapul* VP-532 retarder for
cat:onic dyes; Peregal” dye-
ing. feveling, stripping assis-
tants: Soldogen * dye fixing
agent for direct and devel.
oped dyes.

Other Spaciaity
Chemicals

Blancol* dispersant and
peptizing agent for pigments, -
clays. and other solids in pa-
per, agncuttural chemicals,
latices; Gafaride * COD-518
foam stabilizer for liquid dish-

- washing products, dryclean-
* ing, heavy-duty detergents;

Gafgard™ radiation-curable
coatings. '

Surfactants

Nonionic, anionic, and cat-
fonic surface-active agents for
useas detergents, emulsifiers,
dispersanis, and wetting
agents.

Nonionics :
Antarox* surfactants: low- .
foaming household and
industrial detergents:

‘Emulphogene* emulsifiers,
_ioaming light- or heavy-d

 =:Sodium Isethionate; Sarcc-
L sme. N Memy':aunne

M:croscoplc -size sphere

't,contammg as high as 99. 5% ,

‘metallic iron used in VHF i

_for petroleum processing.
i idizi

- detargents, latex stabilize
. 'Emulphor® dispersants

emulsifiers, antistats, texti

lubricants; Igepal® surfac- -
. tants for chemical and ther-
** mal stabilty in textile and-

paper processlng, hydrocar-
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= "Alipal® high-foaming de-

. tergents for household prod-
ucts, static control, primary

- .emulsification; Antara* lubri-

*. Cants and corrosion inhibitors

in gil- or waterbased sys-
tems; Gafac* detergents and
emulsitiers with antistatic, lu-
tricating, dedusting, anticor-
rosion properties; igepon®

* detergents, wetting agents
and dispersarts, both high-
and low-foaming and com-
patible with soaps. used in
lextile and hard surface de-
tergency and in formulating
cosmetics and agricultural
chemicals; Nekal* wetling

- agents for paper, textile,
paint, ink applications.

Cationic ‘
- -Katapo! * water-soluble emul-
- sifiers, for mineral oils and

- agricuitural chemicals; anti- -
precipitants and texiile level-
ing agents; antistat and lubri-
cant for wool and synthatic
fiber processing.

- GAF* Engineering
Plastics
Polybutylene terephthalate
(PBT) thermoplastic: molding
compounds for automobiie,
mechanical and electrical
parts, electrical'efectronic
components, apphance
- housings, and business
. machines.

Thermopiastic

Polyesters

Gafite * unreinforced and
glass-reinforced PBT com-
pounds; Gafite* LW low-warp
PBTcompounds fromlmpa' t-

.GAF* Mineral Products
- Natural and ceramic-colored
" mineral granules in a variety

of screen gradings and cal-
ibrated colors for roofing and
other uses; inert fillers.

SUILDING MATERIALS
GAF* Bulding Products

Prepared Roofing
Complete line of premium
arqanic and glass fiber self-
sealing asphait shingles.

Asphalt Roofing Shingles
Timberfine* premium asphalt
shingles, random butt de-
sign. earth-tone colors: Tim-
beriine* Class A glass fiber
shingles, for extra safety and
fong life: Sentine!l™ Class A
glass fiber shingles. tire and
wind resistant; Standard self-
sealing shingles. rugged with
classic square-tab design:
Fire Guard* Class A heavy-
weight twin-tab shingles:
Sovereign* shingles, heavy-
weight. twin-lab design; Tite-

On* locking shingfes, distinc-

tive basketweave pattern;
Nor'easter* strip shingles,
no cut-outs, total double
coverage: Suburoan* Twin-
Tabs * shingles in classic
square-butt style, sweeping
appearanc:.

Roll Rrofing
Stnocth-sustaced rofl roolmg
mineral-surfaced roll 100fing.
combines utility and econ-
omy with fire-resisting qual-
ties and attractive cclcrs,
Dubl-Coverage* mineralized

" Roofing Membranes
* AirVent* asphatt-saturated -

felts; Combination flashing,
glass-reinforced: Gafglas®
f'ashing; Universal base
sheet, organic, coated both
sides for use on asphalt roofs
and aver poured gypsum,
wogod fiber decks, roof in-
sulation, a vapor retarder
for above-deck insulation;
Strata-Ply * roofing felts for
three-ply roofs.

Glass Mat-based
Products

Gafglas*® type 3 & 4 light-
weight ply sheets; Gafglas*
asphatt-coated base and ply
sheet; Gafglas* mineral-sur-
faced cap sheet; Gafglas*
Stratavent* perforated vent
ply. vented glass-base fell;
Gafglas* Stratavent * vent ply
for nailable decks. venting
glass-base fet.

Cements and Coatings
Jetistak ™ Flashtite* cement,
an asphalt plastic cement for
buit-up rocfing flashing. Alu-
minum: coating. reflective, for
smooth-surface roofs, metal
and masonry surfaces; Mica
Weatherguard* coating and
Weather Coat * asphalt emul-

sion for smooth-surface roofs.

Mineral-Shield " Buitt-up
Roofing

Atime-proven, cold-applied
built-up rooting system com-

" bining modern apolication
techniques and specially for-
- mulated roofing products.

Products include: Mineral-
Shield * roofing membyrane,
mastic. granules, and alumi-

num mastic.

*Insulation Products
- Inswigtion products for buill-

up roofing applications; roof
insulation fasteners; bu:ldmg

" insulation,

Roof Insulation

Gaftemp* urethane insulation
board, for use where high ther-
mal value is paramount;
Gaftemp* urethane-periite
insutation provides high in-
sulating efficiency combined
with rated fire resistance;
Gaftemp* perlite insufation
board combines thermal
insulation with dimensional
stability; Gaftemp* Isotherm
insulation is Factory Mutual
Class | fire rated for insulated
stuel deck assemblies;
Gatftite* roof insulation fas-
teners provide maximum
wind uplift resistance.

SERVICES

Bullding Supply Centers
Distribution outlets for GAF
building materials and allied
products. .

_Chemicals

Custom manufacture of phar-

_ maceutical, agricutural, and-

other specialty chernicals in
develoomental and commer-
Cial quantities.

0l 1oofing provides doub!e
thickprotection.

';num-up Roofing -
‘Systems -
Products for hot-apphed ap-
. plication mcludmg organic- -
", -and glass mal-based roofnga_
' membranes, asphalts,ce-
- menls and coatings: Mmeral .
- :Shieid* cold-applied built-up
* . roofing System; accessories. .

-,Accouorlu
“ Gaflex™ expansion punt 3
. - covers: Ven! stacks o release
mﬁﬁtum:mpp&d inbuit-up -
5. N
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GAF -
I.ocatlons

Domestic Operations

GAF Corporation’s plants. research laboralones.
saies offices. and distribution centers gie located

throughout the US A

CHEMICAL
Alabama
Huntsville
California
Irvine

1ilinois
Lombard
Kentucky
Calvert City
Maryland
Hagerstown
Missouri
Annapolis

New Jersey
Bound Brook
Linden

North Carolina
Chariotte
Pennsyivania
Blue Ridge Summit
Texas

Searirift

Tevas City
Wisconsin
Pembine

BUILDING
MATERIALS

Alabnma
Mobiie
California
Fentana
Colorado

Denver

Delaware
Wilmington
Florida
Tampa
Georgia
Savannah
illinois
Joliet
Indiana
Mount Vernnn
Kansas
Leawt. 5d
Maryland
Baltimore
Behsville

Massachusetts

Millis

Offices

Corporates
140 West 51 Street
New York NY 10020

- 212:621-5000

Minnesota
Minneapolis
Missouri
¥ansas City
St Louis

_ New Jersey

Gloucester City
South Bound Brook
New York
Buffalo

Syracuse

North Carolina
Charlotte
Pennsylvania
Erie

King of Prussia
South Carolina
Chester
Tennessee

-Memphis

Texas
Dallas
Virginia
Norfolk
Springfield

CORPORATE
New Jersey
Wayne

New York
New York

Domestic
Subsidiaries
GAF Broadcasting
Company, Inc.
New Yori, N Y

GAF Expon
Corporation
New York. N.Y
Carolina,
Pueno Rico

GAF Hawail Inc.
Honoluly, Hawail
GAF
International

Corporation
Neaw York, NLY.

' Major international .

Marketing and Manuiacturmg

Locations

Australia
Melbourne
Sydney

' Flnland

Helsinki
France

‘Japan

Tokyo
Mexico

X MéxicoCily_ "

Spain

Barcelona
Sweden
Stocknolm
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